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SUBJECT: ADA CONSORTIUM'S APPEALS FOR ASSISTANCE 
REF: STATE 053143 

1 . SUMMARY: WHILE WE AGREE THAT THE RECENT JUDGMENT OF THE 
MILITARY TRIBUNAL HAS CREATED A MORE FAVORABLE CLIMATE TO 
REINITIATE THE ADA CLAIM, ADA WILL FACE FORMIDABLE OBSTACLES 

IN REOPENING THE CLAIM AND RECEIVING COMPENSATION. END SUMMARY. 

2. WE AGREE WITH THE DEPARTMENT THAT THE RECENT JUDGMENT OF 
THE MILITARY TRIBUNAL HAS CREATED A MORE PROPITIOUS CLIMATE 
FOR ADA TO PURSUE ITS CLAIM FOR COMPENSATION. AS A FIRST STEP, 

WE SUGGEST THAT ADA REPRESENTATIVES SEEK APPOINTMENTS WITH 
HIGH-LEVEL GOVERNMENT OFFICIALS TO REVIVE THE ADA CLAIM, AND 
THAT THE EMBASSY LIMIT ITS INVOLVEMENT AT THIS STATE TO 
HELPING ADA SECURE THE APPROPRIATE APPOINTMENTS. 

3. HOWEVER, WE MUST REEMPHASIZE THAT ABSOLUTION OF MOST 
DEFENDANTS WILL NOT NECESSARILY LEGITIMIZE ADA'S CLAIM FOR 
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COMPENSATION, SINCE IT DOES NOT ELIMINATE THE CONTROVERSY 
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SURROUNDING THE AWARD OF THE ADA CONCESSION. THE TWO 
AMERICANS SENTENCED (WALLYS AND WOLFE) DID NOT APPEAL, 

SO THE DECISION OF THE LOWER COURT AGAINST THEM REMAINS 
IN EFFECT. FORMER LOCAL ADA ATTORNEY, JOSE MARIA PEREZ, 

TOLD EMBOFF THAT DR. WILLIAM WALLYS, A MIDDLEMAN IN THE 
TRANSFER OF THE CONCESSION TO ADA, HAD WRITTEN TO PEREZ 
AND ASKED HIM TO FIND A DEFENSE ATTORNEY TO APPEAL HIS CASE 
BEFORE THE MILITARY TRIBUNAL. PEREZ SAID NO DEFENSE ATTORNEY 
HE CONTACTED WAS WILLING TO APPEAL WALLYS' CASE. SHANNON 
WOLFE, REPRESENTATIVE FOR THE ORIGINAL CONCESSION HOLDERS, 

MADE NO ATTEMPT TO APPEAL HIS CASE. 

4. THE MILITARY COURT ACTUALLY REAFFIRMED THE FORGERY 
PERPETRATED BY TWO HUMBLE ECUADOREAN CITIZENS AND THE NEGLI 
GENCE OF DUTY OF GALO PICO, THE FORMER MINISTER OF NATURAL 
RESOURCES. THE SENTENCE OF THE MILITARY COURT SAYS THAT 

PICO WAS NEGLIGENT IN AWARDING THE CONCESSION TO THE 
SHANNON WOLFE GROUP, SO IN EFFECT THE QUESTION OF THE 
ORIGINAL AWARD IS NOT CLEARED UP. 

5. ACCORDING TO REFTEL, THE ADA CONSORTIUM PLANS TO "MOUNT 

A PUBLIC RELATIONS CAMPAIGN". THE EMBASSY STRONGLY RECOMMENDS 
AGAINST AN ADA LOCAL PUBLIC RELATIONS CAMPAIGN TO "FORCE 
THE GOVERNMENT TO FOCUS ON THE MATTER OF COMPENSATION." 

WE THINK THIS WOULD AT BEST BE INEFFECTIVE, AND POSSIBLY 
COULD UNDERMINE ADA S EFFORTS TO OBTAIN COMPENSATION THROUGH 
GOVERNMENTAL CHANNELS. THERE HAVE IN FACT BEEN ECUADOREAN 
NEWSPAPER ARTICLES CRITICAL OF THE ORIGINAL GOE DECISION 
TO BRING CHARGES AGAINST ADA'S PRINCIPALS. BUT ALL RECENT 
PRESS COMMENTARY HAS BEEN CRITICAL OF THE ORIGINAL COURT 
PROCESS WHICH LED TO THE HATCHET JOB OF THE SPECIAL TRIBUNAL, 

AND NONE ADVOCATES COMPENSATION FOR ADA. THE ADA CLAIM 
WILL NOT FIND SIGNIFICANT SUPPORT IN THE ECUADOREAN PUBLIC 
MEDIA, AND ADA OFFICIALS SHOULD RECOGNIZE THIS AND TAKE IT 
INTO ACCOUNT. 

6. EMOFF SPOKE TO ADA'S CURRENT LOCAL LAWYER, DR. CARLOS 
JIMENEZ, ON MARCH 10 AND JIMENEZ SAID THAT AT HIS SUGGESTION 
THE PUBLIC RELATIONS CAMPAIGN WILL NOT ONLY FOCUS ON ADA S 
REIGHT TO COMPENSATION, BUT WILL ALSO PUBLICIZE NORTHWEST 
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ENERGY'S ALLEGED MISDOINGS WITH CEPE. REGARDLESS OF THE 
VERACITY (OR LACK THEREOF) OF THESE CLAIMS, THE EMBASSY IS 
CONVINCED THAT AN ATTACK ON NORTHWEST (A COMPANY WHICH 
ENJOYS THE GOOD GRACES OF MINISTER OF NATURAL RESOURCES 
VARGAS) WOULD BACKFIRE AGAINST ADA'S APPROACH TO THE GOVERN- 
MENT. WE ENCOURAGE DESK TO SUGGEST TO ADA EXECUTIVES THAT 
THEY LEAVE THEIR CASE AGAINST NORTHWEST STRICTLY IN THE 
U.S. COURTS. 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


7. OSWALDO GONZALEZ, PREVIOUS ATTORNEY FOR THE ADA CONSORT 
IUM, HELD A PRESS CONFERENCE ON HIS RETURN TO ECUADOR 
MARCH 5. HE SAID THAT HE WAS "AMONG A GROUP OF CITIZENS 
THAT WERE VICTIMS OF A CONSPIRACY BETWEEN AN AMBITIOUS 
DICTATOR AND A MERCENARY TRIBUNAL." HE SAID THE CANCELLATION 
OF THE ADA CONCESSION WAS "AN ACT OF GOVERNMENTAL PIRACY 
WHICH RESULTED IN LOSS OF INTERNATIONAL PRESTIGE AND GRAVE 
ECONOMIC PREJUDICES FOR THE COUNTRY." ACCORDING TO FORMER 
FOREIGN MINISTER JULIO PRADO, GONZALEZ PLANS TO COUNTERSUE 
FOR DEFAMATION OF CHARACTER. ALSO, ACCORDING TO PRADO, 
GONZALEZ HAS BEEN TO DATE RECEIVING A $500-A-MONTH RETAINER 
FROM ADA, SO HE MAY FEEL HE OWES SOMETHING TO THE CONSORTIUM. 
IN ANY CASE, EMBASSY DOES NOT FEEL GONZALEZ'S STATEMENTS 

WILL HAVE MUCH EFFECT ON ADA'S ATTEMPTS TO CLAIM COMPENSATION. 

8. EMBASSY IS RELUCTANT TO MAKE ANY REPRES SENTATION S TO GOE 
OFFICIALS WITHOUT ADA ITSELF FIRST PURSUING ALL AVAILABLE 
MEANS. GIVEN THE LACK OF SUCCESS OF THE AMBASSADOR'S 
DEMARCHE TO FOREIGN MINISTER PAREDES IN JULY AND THE 
CURRENT HIGHLY SENSITIVE TEXACO-GULF SITUATION, WE FEEL 
THAT ANY DEMARCHE BY EMBASSY NOW COULD BACKFIRE ON THE U.S. 
GOVERNMENT AND ADA'S HOPES FOR COMPENSATION. 

9. WE ARE ALSO OF THE OPINION THAT ADA'S VIEW OF MINISTER 
OF NATURAL RESOURCES VARGAS IS ESSENTIALLY NAIVE. AND IS 
BASED ON VARGAS' REMARKS TO JIMENEZ OR OTHER ADA OFFICIALS 
THAT ADA SHOULD RECEIVE COMPENSATION. VARGAS MAY HAVE 
INDEED MADE SUCH REMARKS AS CEPE MANAGER. BUT WE CAN NOW 
SEE NO REASON WHY VARGAS WOULD ADVOCATE COMPENSATION FOR 
ADA AND SEVERAL REASONS WHY HE WOULD NOT. IN THE FIRST 
PLACE, $26 MILLION OR ANY PORTION THEREOF WOULD BE HARD 

TO COME BY, AND SECONDLY, VARGAS ALREADY HAS ANOTHER 
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CONCESSIONAIRE (NORTHWEST) IN THE GULF OF GUAYAQUIL, SO ADA'S 
EXPROPRIATION OBVIOUSLY HAS NOT HINDERED NATURAL GAS 
EXPLORATION. 

10. FOR OUR INFORMATION, WE WOULD LIKE MORE DETAILS ABOUT 
ADA'S SUTI AGAINST NORTHWEST IN TEXAS. IT IS OUR IMPRESSION 
FROM THIS END THAT ADA WOULD HAVE OVERLOOKED THE ALLEGED 
BREACH OF SECRECY ON THE PART OF YURI ARKUS DUNTOV IF ADA 
HAD NOT FELT THIS SUIT WAS THE ONLY WAY TO BRING PRESSURE 
ON THE GOVERNMENT OF ECUADOR. THIS POINT SURELY WILL NOT 
BE LOST ON THE GOE. WE ARE ALSO AWARE THAT FORMER STOCK- 
HOLDER OKC IN PLANNING TO SUE OR HAS BROUGHT SUIT AGAINST 
ADA FOR MISMANAGEMENT. WE WOULD APPRECIATE ANY DETAILS 
THE DESK COULD FURNISH ON THIS SUIT. THE EMBASSY DOES NOT 
WISH TO BECOME EMBROILED IN ANY CONFLICT BETWEEN TWO U.S. 
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FIRMS. 

1 1 . MEMBERSHIP IN THE HIGH-LEVEL COMMISSION APPOINTED TO 
STUDY THE ADA CASE HAS CHANGED SINCE THE LAST MEETINGS 

OF THE COMMISSION IN MAY 1975 WHEN THE GOVERNMENT INFORMED 
ADA THERE WOULD BE NO COMPENSATION. ACCORDING TO JIMENEZ. 
THE COMMISSION IS NOT ESTABLISHED BY STATUTE, BUT RATHER 
NAMED BY THE MINISTER OF NATURAL RESOURCES. THE MEMBERS 
OF THE NEWLY-RECONSTITUTED COMMISSION MAY WELL PROVE TO BE 
NO MORE FAVORABLY DISPOSED TOWARDS ADA THAN WERE THEIR 
PREDECESSORS. JIMENEZ IS NOT OPTIMISTIC ABOUT THE 
CHANCES FOR RENEWING THE CLAIM AND SUGGESTS BRINGING ADA'S 
CLAIM STRAIGHT TO THE SUPREME COUNCIL. EMBASSY, HOWEVER, 
BELIEVES THAT ADA SHOULD BEGIN BY SEEKING APPOINTMENTS WITH 
ATTORNEY GENERAL ERAZO AND MINISTER OF NATURAL RESOURCES 
VARGAS. INTER ALIA, TO MAKE PRELIMINARY SOUNDINGS ON THE 
SITUATION BEFORE CONTEMPLATING ANY APPROACH TO THE SUPREME 
COUNCIL. WE UNDERSTAND THAT ADA ATTORNEY BRINSMADE PLANS 
TO VISIT ECUADOR IN THE NEXT FEW WEEKS. EMBASSY WILL BE 
PREPARED TO ASSIST IN SECURING APPOINTMENTS. 

12. PLEASE ADVISE. 

BREWSTER 
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